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PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

MyMy name 81y name is D&y name is David E. Peterson. My business address
Clarksville, Maryland 21029-1632.

AREARE YOU THARE YOU THE SAMARE YOU THE SAME DAVID E. PETERS
TESTESTITESTIMONYTESTIMONY EARLIER IN THIS PROCEEDING ON BEHAL
RATEPAYER ADVOCATE?

Yes, | am.

WHAT IS THE PURPOSE OF YOUR SURREBUTTAL TESTIMONY?

TheThe purposéhe purpose of mgstimony at this timeito briefly respod torhe purpose of m
byby the Joint Petitioms in theiby the Joint Petitioners in their rebulktalthe Joint Petitioners i
SpecificallySpecifically, | anspecifically, | am responding to the rebuttal testimoni€petifical
WathenWathen, and Dek W. HasBrouckelating to the issseof positive bendéWathen, anc

harm, merger sangs and costs, drservice qualitguarantees.

BEFOREBEFORE YOU RESPOND TO SPECIFICBEFORE YOU RESPOND TO SPECIF]
MADE,MADE, DID YOUR REVIEW OF THE JOINTMADE, DID YOUR REVIEW OF Tk
TESTIMONIESTESTIMONIES TESTIMONIES CAUSE YOU TO CHANGE
CONCLUSIONCONCLUSION THAT THE JOINT PETITIONERS HAVE FAICONCI
MEETMEET BOTH THE POSITIVE BENEMEET BOTH THE POSITIVE BE
STANDARDS?

No,No, itNo, it did not. The JoiMNo, it did not. The Jat Applicants still hae not quantifiedray

NewNew Jersey ratepayers that will result fidew Jersey ratepayers that will result from the 1
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aa rough outline slwaing how benefitsoa rough outline showing how benefits to New Jeasey
alternativelyalternatively, bw the companiesiend to insulatdternatively, how the companies
thathat mayhat may result from the merger. The only evidence that has been presented t!
byby the Joint Petitioners is that projected merger costs will exceedbynirgy Joint Petitione
ThisThis was the con€his was the conclusiohis was the conclusion that | reached ir
WathensWathens Rebuttal Testimony, pagéNathens Rebuttal Testimonypage 7, supports
nexiext couple of years. The Joint Petitioners have nede&ouple of years. The Joint Petiti
mergemerger memerger meeherger meets éier the positive eefits or the no hren standal

New Jersey rapayers.

ININ HIS REBUTTAL TESTIMONY AT PAGE 2, MR. SHAW STATES: .IN HIS REBI
CANCAN CATEGORCAN CATEGORICALLCAN CATEGORICALLY STATE THA
TAKINGTAKING PLACE AS A RESULT OF THE MERGER WHICH WTAKING |
BRINGBRING ABOUBRING ABOUTBRING ABOUT BRING ABOUT ANYBRING ABOU
MUCHMUCH OF THEIR RECOMMENDATIONS DOESMUCH OF THEIR RECOMME
RESPOND.

CategoricaCategorical statements such as this are of little value when, as here, they al
supportedupported by quantitative and qualitative evidence sijmgorted by quantitative and
providegrovided thus far is that company-wide, near-term merger rplataded thus far is th
expectedxpected near-term savings. There hasdogmtted near-term savings. There has b
savings. Moreover, the Joint Petitiorsargings. Moreover, the Joint Petitioners haveanohg
willwill be allocatedo Atlantic City Eletricwill be allocated to Atlantic City Electric Compal
NorNor havéNor have the JoirRetitioners showndw New Jersey tapayers wilNor have the .
relatedelated benets. Thus, Mr. Shaw categorical stament lacks substee and should

bebe accorded no weight. It alsobeoaccorded no eight. It also combe accorded no wel
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themselvethemselves haveemselves havagsented in thisase. It ithemselves have presel
havéhave failethave failed to met either the no han or the positive reefitdhave failed to meet e
foundatiorioundation has been formedindation has e formed tibundation has been forme

in this proceeding.

REFERRINGREFERRING TO MR. WATHEN SREBUTTAL TESTIMONY,REFERRIN
THETHE WITNESS STATES: CONECTIV WILL SEEK THE WITNESS STATES: (
COSTSCOSTS OF ACHIEVING THE MCOSTS OF ACHIEVING THE MERGCOST?
ANDAND TO THE EXTENT THE COMPAND TO THE EXTENT THE COMPANAN
SUCHSUCH COSTSSUCH COSTS ARE OFFSET BY SAVINGS REALIZEDSUCH COS
THE MERGER. PLEASE COMMENT.
ThisThis statement contradicts the statemeniTNis statement contradicts the statement Mr
ofof his Rebuttalf his Rebuttal Testimony. @hhis Rebuttal Teshony. On page 6 diis Rebutt
Conectiv, Conectiv, as the pig Conectiv, as the party whose net assetgCaneectiv, a
deferringleferring its Merger [relatedgferring its Merger [related] costs. Thus, all cos
be immediately expensed.
ToTo the extent that Conectiv and Atlantic City Electric Qanthe extent that @hectiv and
expensingxpensing all mergerpensing all merger related costxsensing all mger related c
forfor consideringhese same costfoo considering these same costs of adieiegonsiderin
relatedelated costs that Conectiv is expensing now will be cheetpdd costs th&onectiv is ex|
OnceéOnce expensed, these costs will not impact Conectiture egdnce expensed, thes
shouldghouldshould notshould not impact prospective rates. Mr. Wathen, himself, ack
passaggassage plssage of his testimony qugtaedsage of his testimony quoted above ther:

recognize these non-recurring costs in future rates is improper.
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MoreoverMoreover, the Bad has on sevdrisloreover, the Board has on several occadimmeove

transaction cost

Q. MR.MR.WATHEN MR.WATHEN ALSOMR. WATHEN ALSOMR. WATHEN ALSO MM
77 OF HISREBUTTAL7 OF HISREBUTTAL TESTIMONY:7 OF HISREBUTTAL TES”
THISTHISTIME, THISTIME,DETERMINEDTHISTIME, DETERMINED THISTIME, L
WILLWILL BE IDENTIFIWILL BE IDENTIFIEDWILL BE IDENTIFIED AND
NECESSARYNECESSARY TO MAKE THIS DETERMINATION AT TNECESSARY T(
YOU AGREE?

A. AbsolutelAbsolutely not. Without a careful assessment of merger costs anélidsehgtely n
proceedingroceeding the Bd cannot resonably concludiéhe merger is proceeding the Boar
ConsiderConsider, for exampleCansider, for example, a situation where the Board followec
toto be suggesting and ignored any considertaditie suggesting and ignored any conside
after a mergeafter a mergenad been appred. Also assunadter a mergehnad been appred.
showshow benefits to tapayers, but thahshow benefits to tapayers, but thahere were

mergemmerger. In smerger. In suamerger. In such a situation, the Board would be

1/M/O1/M/O _the Petitionl/M/O the Petitbn of A/M/O the Petition of Consumers New Jersey Watt
CorporatioiCorporation for Approval of a Change inv@ership and ControBPU DocketBPU DockéNo. WM9808D
1414, 1999;1/M/O the Joint Petition of United Water Resources, émxl GWC Corporation for Approval of
thethe Acquisition by United Water Resources, bféGWC Corporatiotihe Acquisition by United Water Resources, bt
Corporatiof€orporation into United Water Resources,,|IlBPU Docket No. WM93110513, Mar8h, BPU DockéNo. V
Jointoint Petition of Lyonnaise American Holding, laad United Water Resources, IncJfmnt Petition of Lyonna
Chang€hange i€hange in Ownership and Contblange in Ownership and Control of New Jersey Operating Faci
Julyduly 6, 2000j/M/O the JointPetition of ETown Corportion and Ceria Subsid/M/O the Joint Petition of Ho
Thames Water Hdings Incorpoated for Appoval of a Chage inThames Water Holdings Incorporated for Approva
ControlledControlled and Owned by Fown CorporationBPU Docket No. WM99120923,ctbber 10, 2000; and
I/M/O1/M/O the JointPetition of FistEnergy CorgM/O the Joint Petition of FirstEnergy Corp. aberséM/O the
EnergyEnergy, for Aproval of a Gange in Ownship and Acaigition of Conrol of a New drsey Public Gility
and Other ReliefSettlement Agreement, BPU Docket [&d100110870, August 24, 2001.
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ObviouslyQbviously, the Board could deny recovery of merger related costs in that insta
But,But, cost disallowance alone probably wouldBdt cost disallowance alone probably wou
thathat should have mer taken placén the first that should have mer taken placen the fir
difficult,difficult, ifdifficult, if not impossible, time several years down the road unrafirgul
effeceffecteffects of a mergesffects of a merger that was contrary to the public interest 1
BoardBoard cannot wait several yeBomard cannot wait several year8oard cannot wait s
benefitbenefits can be expected and how niigctefits can bexpected and how uch it will cos
examplegxample, the har that would result toatepayerexample, the harm that would resul

public would be beyond the Boasdability to effectively remedy.

Wheré@Vhere Mr. Wathen and | may agree is¥Wihere Mr. Wathe and | may agree that it isVF
relarelatedelated costelated costs would ever be recoverable in rates. | agree with |
mergemerger benefits should be shown to exceedrteaiger benefits should be shown to
consideredonsidered in rates. However, in addition to showangidered in rates. However, i
CityCity Electric should be required to prove @&y Electric shoud be required tor
necessaryecessary, prudent and reasonable. None of these showingsdessgary, pdent an

proceeding.

REFERRINGREFERRING TO MR. HASBROUCKREFERRING TO MR. HASBROI
PAGEPAGE 5, THEPAGE 5, THE WITNESSPAGE 5, THE WITNESS DISAGREES WI
ACEACE COULD HAVE OFFERED SERVICE GUARANTEES ABSEACE COULD H#
MERGER. PLEASE COMMENT.

Despitdespite his disagement Wespite his disagreement with respite his disagement
proveprove thagprove that ACE could not have offered service guarantees that ACE cdd no

agreagree with Mr. HasBrouck that service quality guarantees are reasonably cdnsidere
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wheravhere there is a significant change or uncertainty. The relevant change to considel
inin this regard, however, is not the proposed merger. The relevant change to consider
isis the underlying change in ieehe underlying change in the electric utility industry being
thethe introduction otompetition. Emeging competition in t utility industry is
causingausing incre&spressure on uties to cutcausing increase pressure on utilities
increasethcreased presincreased pressure toicareased pressure to cut costs may result
pressure existed for Atlantic City Electric befaressure existed for Atlantic City Electric bef
PepcoPepco. In this seasit Pepco. In this sense, it Rapco. In this seasit was the
ElectricElectric Electric to offerElectric to offe service guardees, not the mger itself. The
jusijust one more way in which Atlantic City Electric and Conectiv are addressing the

increasingncreasing pressures causetieasing pressures caused by the introduction of com,

DOES THIS CONCLUDE YOUR TESTIMONY AT THIS TIME?

Yes, it does.



